GERMANY: THE ECONOMIC PROBLEM

German recovery up to now. It does seem certain that the cur-
rent limitations on steel production of 11,100,000 tons annually
will soon begin to operate as a ceiling on German industrial pro-
duction. Fortunately the proposed Franco-German pooling of
coal and steel production will probably provide for raising this
ceiling to 12,500,000 tons.

Western Germany faces a more difficult unemployment prob-
lem than any of the other Marshall Plan countries with the pos-
sible exception of Italy. This is closely bound up with the short-
ages of capital and credit. Until these are solved, maximum pro-
duction in western Germany cannot be attained.

There can be no doubt that the maximum industrial poten-
tial of western Germany needs to be utilized if the area is to be
able to attain economic viability. Exactly the same statement
can be made about western Europe as a whole. Each is depend-
ent upon the other. The trade balance of western Germany at
the present time, even with the very large excess of imports over
exports which still exists, illustrates both the progress that has
been made and the serious difficulties in achieving viability
which still persist.

It seems probable that a substantial amount of dollar aid may
be required by western Germany even after 1953, when the
Marshall Plan is supposed to come to an end. The amount of
this aid would be much less than current levels, however, and
will probably be required primarily in order to pay for the
deficit in bread grains which seems bound to persist on a large
scale. Fortunately, in the light of our surplus supplies of bread
grains, it looks as though there might be less difficulty in fur-
nishing this form of aid than almost any other.

So far I have painted a picture which must seem far more
optimistic than that which is usually offered. I wish I could
leave it at that. All this so far has been predicated on the as-
sumption that western Germany is an integral part of western
Europe and will have the opportunity to develop as such. In
point of fact, neither the German economic nor the German
political problem is capable of solution as German problems.
They are soluble only as part of a general European solution or
at least as part of a general western European solution. I return